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COLOMBIA: KEY ECONOMIC INDICATORS 
(All values in millions of U.S. dollars unless otherwise stated) 


ITEM Change 
Income, Production, Employment 1981 1982 1982/81 
GNP at current prices and exchange rate 33,943 E 44,125 P 
GNP at constant prices (1970) 1 967 E 2, Seo: P 
Per Capita GNP, current prices 1,269 E 1,622 P 
Commodity Production (millions of units): 
Coffee (60 kilo bags) (Coffee Year) 13,500 14,000 369 
Crude Oil (millions of barrels) 48.852 Dec 25.4 June 9.6* 
Cement (metric tons) 4,470 : 1,609 April 10.4% 
Steel (metric tons) 217,000 " ‘63,000 April 0.2* 
Indices (1970 = 100) 1980 Dec 
Production 943. 1,189.0 
Employment 126. 120.5 
Avg. Labor Productivity 748.4 986.7 
Avg. Real Industrial Wage 88.8 86.2 
Unemployment Rate, 4 cities 8. 7.1 Dec 
Unemployment Rate, 7 cities 8. 8.1 Sept 


Money & Prices (Millions Pesos) 





Money Supply 2 09 Dec 273,282 July 
Public Debt Outstanding (US$ Millions) r 6,995 March 
External Debt (incl. Gov't guaranteed) ae 2 6,000 March 
Rediscount Rate, Central Bank 29% 28% July 
Open Market Rate -30% 24-28% July 
Price Indices: 
Worker Consumer (1978 = 100) : ‘ 241.5 July 
Wholesale (1970 = 100) 145. Ljsiyc0 = 
Dollar Exchange Rate Se 64.69 " 


Balance of Payments and Trade 


Gross Reserves 5,635.0 Dec 5,163.0 July 
Balance of Trade —Setolsey -1,254.9 May - 
Exports, Registration**® 2,206.8 >" 1,204.0 ” Le a 
Coffee 1,393.0.” 675.4 ™ 11.9% 
Exports to U.S. S70” 285.5 ” -3.1* 
Import Registrations§ 6,093.8 29490.3° -4.1* 
Imports from U.S.**** 2,024.8 802.4 " =5.2 
U.S. Share 33.28 32.6 ™ - 
Other Main Suppliers: 
Brazil 217.6 Dec 181.5 May L390. Le 
Japan SIT. 245.7 °" 28.8* 
West Germany 316.4 -™ 126.6. °” -14.0* 
France 163.4 ™” 55.38 -38,.0* 
Spain igo.4 ” 63.4 =30..6* 
Venezuela Sli.o° 220.6 -5.4* 
Panama*** 3/3.8- * 102.5 -47.0* 
Canada 167.5 63.4 =5.8 





E: Estimate R: Revised P: Projected *Over Same period previous year. 
**Adjusted figures. SActual trade represents about 90% of Registrations. 
*** Largely transshipments. ****Most important single imports from U.S. in 
1981 included: Wheat US $92.5m; Aircraft US $62.7m; Automatic communication 
equipment US $45.5m; Paper and paperboard US $24.0m; Cigarettes US $22.4m. 





SUMMARY 


Colombia's real growth rate for 1982 can only exceed 1981's 
disappointing 2.5 percent under certain conditions explained below. 
Industrial capacity remains underutilized due to low internal and 
external demand and high credit costs. High-yield financial assets 
remain more attractive investments than productive facilities. Internal 
demand will continue to be constrained by stagnation of real incomes in 
the face of inflation, rising unemployment and underemployment, and poor 
international prospects for major exports such as coffee, sugar, bananas, 
cotton, garments, and textiles. Building construction licenses were 
down 11 percent compared with the first 5 months of 1981. The growing 
fiscal deficit may approach $2 billion this year. Bank loans grew only 
7.8 percent nominal (actually declined) during the first 5 months of 
1982. The trade deficit during the first half of 1982 narrowed by 

$102 million compared with the first half of 1981 due to the fact that 
the 5.1 percent decline in coffee revenues and a 7 percent decline in 
nontraditional exports were offset by a 10 percent decline in imports. 
The current account deficit more than doubled from $261 million to 
$557.3 million. In spite of large capital inflows to the public sector, 
reserve loss equalled $317 million during the first half of 1982. Money 
supply growth remains tightly controlled despite some liberalization in 
credit and monetary policies. Inflation has slowed, in part due to 
dampened consumer demand, to 14.6 percent for the first half of 1982, 
down 2.0 percent compared with the same period a year before. 


The election of Conservative candidate Belisario Betancur on May 30 is 
widely interpreted as positive for business, because of his often- 
expressed concern for reactivating the productive sectors. How quickly 
he can put his programs together and how quickly recovery in the 

United States and other economies will boost demand for Colombian exports 
are the key factors in determining whether recovery will come in late 
1982 or in 1983. 


There are also some bright spots on the agricultural front. Increased 
plantings of corn, sorghum, and soya during the first half of 1982 may 
help slow the rising prices for food items. The major impact of this 
increase in plantings would be to slow the amount of imports required 
Since none of these commodities supply the total requirements of the 
country. Increased plantings of rice are also foreseen, but this could 
compound a problem of too much rice, since there are problems in 
Marketing rice from the recent harvest. 


Longer term projections are brighter, based on reasonable prospects for 
a return to oil self-sufficiency by mid-decade, the beginning of nickel 
exports in 1982 (which could provide $113 million in export revenue by 
1983 if the current low world price holds), continued progress in the 
Cerrejon and other coal projects and commercial prospects for other 
minerals. 


Sectors offering greatest promise for U.S. business include 
telecommunications, electric power systems, earthmoving and mining 
equipment, computers and peripherals, health care equipment, end security 
equipment. In spite of the economy's slow growth, U.S. product sales 





at the July 1982 International Fair of Bogota (held every 2 years) 
doubled to $37 million over the 1980 International Fair sales 
performance. 


GROWTH COULD INCREASE SLIGHTLY TO ABOUT 3.0-3.5 PERCENT WHILE 
INFLATION DIPS 


Despite government projections of a return to normal growth rates of 5 
percent (discounted by most private observers), the growth rate can at 
best reach about 3.5 percent, better than last year but still less than 
1980. Even this is conditional, as noted above. 


Agricultural ,growth could improve to about 3.2 percent. According to 
official figures, areas planted for the first semester showed an 
increase: 8.6 percent for corn, 16.8 percent rice, 48.8 percent 

sorghum and 87.8 percent soya. Cotton acreage declined 77 percent 
during the first semester and the Costa-Meta crop of the second semester 
will show significant declines, in part because to an inability of 
planters to obtain desired high internal prices to offset low 
international prices. This year's estimated coffee production of 13 to 
14 million bags added to the 8 million bags already in storage--an 
all-time high about equal to the current ICA quota of 8,244 million 
bags--will present a major problem to Colombian decisionmakers, 
especially in light of Colombia's quota being cut 214,531 bags effective 
July 1982 and Brazil's efforts to regain its traditional share of the 
market at Colombia's expense. 


Industrial production data for January-March 1982 show a decline of 4.46 
percent with corresponding declines in employemnt. Industrial 
employment has fallen since 1980, and by the end of 1981, the absolute 
number of industrial workers equalled that of 1976. Textiles, the 
automotive industry, private building construction, tobacco, and 
beverages are particularly hard hit. Consequently, the production of 
industrial inputs such as.steel ingots and caustic soda has declined. 
Calls for increased protectionism have become more insistent among 
producers of steel, automobiles, and tobacco. 


Oil production will enjoy another boom year with production increases of 
9.6 percent over 1981 levels registered during the first half of 1982. 
Between January and May 1982, $79 million in investment was registered 
by foreign oil companies, up 84 percent over the same period a year 
before. Ecopetrol expects that 80 wells will be drilled this year, 

up from 61 in 1981. In June of this year, operations at the $425 
million Cerro Matoso nickel project began. Some 5,000 tons of nickel 
are expected to be produced this year, increasing to 23,000 tons 

next year. 


Domi Prodeco-Auxini, the Spanish contractor which is developing the 
State-owned central bloc of the Cerrejon coal fields, plans to begin 
production in August. The initial output will be 300,000 tons per 

year, butthis will rapidly be pushed to 1.5 million tons. Private 
observers estimate that this project could produce up to 10 million tons 
once the railroad to Bahia Porte is completed. 





Infrastructure work on the $3 billion Cerrejon Norte coal project 
developed by Carbocol/Intercol (Exxon affiliate) should provide 
5,000 direct jobs by the end of the year. Contracts for about 

$1.5 billion in imported equipment and services will be let. An 
Eximbank loan of up to $800 million for this project was approved on 
August 10. Production of 15 million tons, to begin in 1986, could 
provide an estimated $2 billion in export revenues by the late 
1980's. 


Inflation has slowed to 14 percent for the first half of 1982, down 
2.0 percent compared with the same period a year before. 
Traditionally, the first half of the year registers higher inflation 
rates than the second half as the end of the year burst in 

supply to cover Christmas salary obligations works its way through 
the economy during the first half of the year. Food prices 
increases of 16.2 percent contributed heavily to inflationary 
pressures while housing increased 13.6 percent, slightly less than 
the general rate. 


BALANCE OF PAYMENTS 


During the first half of 1982, the trade deficit narrowed $102 
million due to the fact that a 5.1 percent decline in coffee revenues 
and a 7 percent decline in nontraditional exports were offset by a 

10 percent decline in imports. However, the current account deficit 
ballooned to $557 million compared with $261 million during the 

same period the year before due fundamentally to a 16 percent 
decline in service earnings and large increased debt service payments. 
Colombia experienced a rapid reserve loss of $317.3 million during 
the first half of 1982 in spite of a large net capital inflow of 
$240 million. 


FISCAL AND MONETARY AFFAIRS 


In spite of a reserve loss of $317.3 million during the first 6 
months of 1982, Colombia's reserves of $5.195 billion are more than 
adequate to cover import needs. Colombia's 15-year old exchange 
rate policy of crawling minidevaluations is designed to keep the 
peso/dollar ration roughly in line with the difference in inflation 
rates between the United States and Colombia. With inflation 
slowing in the United States, the peso depreciation rate has 
accelerated in 1982 and should reach 20 to 22 percent by the end 

of 1982 (compared with 16 percent for 1981). 


Government finances are under considerable strain with the 1981 
fiscal deficit estimated at $l billion compared with surpluses in 
the past. There is no doubt that the government investment program 
has exercised a countercyclical effect on the economy in such areas 
as agricultural development, roadbuilding, power development, and 
housing, and it has been the prime generator of economic growth in 
the last 2 years and is expected to continue to lead growth in 
1982. President Betancur's commitment to low-cost housing 





will generate stepped up activity in a neglected area and will 
generate needed increases in employment. 


Investment expenditure has not been the principal cause of the fiscal 
deficit. In fact, investment expenditure was reduced from 65.440 
billion Colombian pesos ($1.28 billion) in 1980 to an estimated 

50.821 billion Colombian pesos ($861 million) in 1981. The real 
culprit has been skyrocketing operating expenses, which almost doubled 
between 1979 and 1981 from 86 billion pesos to 165.116 billion pesos. 


President Betancur has promised to reform the fiscal structure. He 
will be sorely tested as prospects for this year's deficit may reach 
$2 billion. If administrative expenses are not controlled, the 


Government's ability to complete public investment projects will be 
hampered. 


In spite of recent liberalization measures designed to provide more 
credit to the private sector and to ease pressure on interest rates 
(average interest rate is 45.8 or 19.5 real), macroeconomic policy 
remains firmly orthodox. The growth of the money supply is well 
within the 22 percent limit envisaged by the Government this year. 
Interest rates remained stubbornly entrenched at historically high 
levels in spite of government efforts, and "subsidized" credit remains 
underutilized. The Government has been criticized for obsessively 
attacking the inflationary problem by demand management without an 
equal effort to increase the productivity of Colombia's industry and 
agriculture. The new Conservative Government has promised a more 
orderly expansion of the money supply, a reduction of interest rates, 
and other steps to increase and reactivate production. 


AGRICULTURE NEEDS MORE DIRECTION AND HIGHER PRIORITY 


Agriculture remains the most important sector of the economy in terms 
of its participation in GDP (23 percent) and employment (27 percent). 
It has contributed about two-thirds of total exports in 1980, and food 
prices weigh heavily in the CPI (50 percent). 


In spite of the recognized importance of the agricultural sector, 
government support has been glaringly deficient in the following areas: 


research and development, statistics, and the provision of extension 
services. 


Agricultural credit is generally available at reasonable rates, but 
remains underused, largely due to skewed availability. For example, 
the Agricultural Credit Fund, which provides more than half of the 
resources in the agricultural sector, supplied funds to less than 

3 percent of the farms and 80 percent of the credit to only three 
crops: rice, cotton, and sorghum. 


As a result of all of these, combined with inadequate farming methods, 
the small farmer who in 1980, according to the World Bank, supplied 

65 percent of the national production of staples has not been able 

to keep production in pace with internal demand. Only 60 percent of 





rural communities are linked by all weather roads; there are no 
marketing credits; storage facilities are insufficient and 
intermediaries abound. 


The Government's attempt to be self-sufficient in staples leads to a 
waste of scarce resources (e.g., support price for cereals is 1.8 

to 2.2 times world price) and its policy of increasing support 
prices to increase production, rather than increasing yields, has 
given Colombia some of the highest cereal prices in the world. 

Since feed comprises 60 percent of the cost of meat, eggs, and milk, 
high prices have hampered demand for these products. 


The Government has enjoyed some successes in its production-oriented 
Rural Development Program (DRI), which gave 30,000 small landholders 
technical assistance and credit and probably raised these 
beneficiaries’ incomes. The Government's $150 million rural 
electrification program, begun in 1981, is another positive development. 


There are also some bright spots on the agricultural front. Increased 
plantings of corn, sorghum, and soya during the first half of 1982 

may help slow the rising prices for food items. The major impact of 
this increase in plantings would be to slow the amount of imports 
required since none of these commodities supply the total requirements 
of the country. Increased plantings of rice are also foreseen, but 
this could compound a problem of too much rice, since there are 
problems finding markets; 


THE TRANSPORTATION SECTOR - A LONG-TERM BOTTLENECK 


Colombia's jump from the mule to the airplane has brought mixed 
blessings. Although the country can boast a reliable and modern air 
transport system (it moves only 1 percent of total freight), the 
other major components of the transport system have languished in 
comparison. The railroad system has deteriorated seriously due to 
low investment and inadequate maintenance and consequently carried 
less freight in 1979 than in 1970. The ports are congested in part 
due to inadequate storage facilities, low labor productivity, 
inefficient cargo-handling practices, and obsolete equipment. There 
has been little attention to improving river transport and freight 
carried by river transport fell 25 percent between 1970 and 1979. 
The Turbay administration placed high priority on the highway system 
allocating 81 percent of the 96 billion pesos ($1.5 billion) spent 
between 1978 and 1982 on transport to highways. In spite of this 
stepped up effort, only 12.2 percent of Colombia's 75,000-km highway 
system is paved and only 60 percent of rural communities are linked 
by all-weather roads. Additionally, various trucking associations 
complain about highway privacy and substantial losses. 


Thus, Colombia's inadequate transport system constitutes a major 
bottleneck which contributes to inflationary pressures by hindering 
market access of rural communities, driving up the cost of primary 
industrial inputs and delaying development projects. The fact that 
improvement will come only after large investments made over a period 
of time means that the transportation bottleneck will be a long-term 
headache. 





BEST PROSPECTS FOR U.S. BUSINESS 


Earthmoving and Mining. The consistent growth in this sector over 
the past few years has been the result of a large number of major 
projects implemented in the public sector during President Turbay's 
administration. This emphasis is expected to continue during the 

new administration (1982-1986). In addition to the multibillion 
dollar Cerrejon and other coal projects, there will be many earthmoving 
and mining activities due also to an increase in gas and oil 
exploration. A number of pipeline projects, including a proposed 
$300 million pipeline from Arauca to the refinery of Barrancabermeja, 
are being considered. Phosphate mines are being developed and road 
construction and other public works are also being considered. A 
number of dams for electric power generation and water supply are 
under construction and will be completed in the near future. 


Communications. Expansion of this sector during the 1970's was 
Significant and will continue through 1985, the year Colombia 
intends to launch its own 24 transponders communications satellite. 
It will provide expanded domestic services in telephony, television, 
telex, telegraph, radio broadcasting, and data transmission. There 
are specific plans for acquisition and installation of 160 medium 
and small earth receiving stations, 1,308,100 urban telephone lines 
and complementary equipment, rural telephone services in 2,000 
remote localities, automatic dialing in more than 4,800 towns, 
16,000 new long distance channels with microwave, multiplex, very 
high and ultra high frequency radio links, 34 local telephone 
exchanges, an additional 7,000 TW channels, 370 TDM apparatus, air 
navigational aids, and a communications network for the port and 
customs services. 


Electric Power Generation, Transmission, and Distribution. By the 
year 2000, Colombia intends to double its current 4,700 MW 
electric power installed capacity every 7 years. The schedule for 
the 1980's calls for the addition of 6,700 MW, the construction 

of at least 2,060 KW of high tension lines, and a large number of 
substations and distribution lines, with a required investment of 
approximately $7,800 million, over half of which must be foreign 
financed. 


Computers and Electronics, Computers have passed from being used 
large filing systems to their current role as an integral part of 
most business operations in Colombia. Current users will continue 
adding new applications, while smaller companies will take 
advantage of the computer's power. No matter the application, the 
electronic industry will become a significant force in Colombian 
manufacturing, business, and service industries. Due to the high 
technology and large investment required for industrialization, the 
domestic manufacturing capacity will grow slowly. 


Safety and Security. The market for fire prevention and basic 
industrial and commercial safety and security equipment and 
technology is expected to increase considerably during coming years. 





The Colombian Sanitary Code regulating the environmental pollution 
control and industrial security standards became effective in 
January 1982, and the Latin American Office of Fire Prevention 
(OLAPCI) has recently been established in Bogota. 




































Looking for an 
overseas buyer? 
agent? distributor? 


A U. S. Department of Commerce 
TRADE LIST may be your answer. 

TRADE LISTS provide U. S. exporters 
with the names and addresses of po- 
tential overseas buyers in selected 
industries and countries. Each list 
contains contact and other basic infor- 
mation (size, age, product interests, 
etc.) on overseas distributors, agents, 
manufacturers, retailers, and other 
potential importing firms. 

Up-to-date TRADE LISTS are available 
for numerous countries and industries, 
including computers, coal, apparel, 
building materials, construction and 
farm equipment and machinery, motor 
vehicle parts, and medical equipment 
and supplies. Most industry lists are 
worldwide in coverage. 


See your nearest Department of Commerce District Office for a price list of currently 
available titles, or write: U. S. Department of Commerce, ITA/1320/TL, Washington, D. C. 
20230. 


SS RM REDEEM 6S LN SY ORE ET NE REO 


ARE 
YOU 
EXPORTING 
BLINDFOLDED? 


You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
Trends and their Implications for the United States 
offer country-by-country reports with the information 
you need to succeed in overseas business. 


Overseas Business Reports (OBR’s)—40 
a year—bring you detailed information on overseas 
trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 
U.S. goods. You'll find information on: 


@ trade patterns 

@ industry trends 

@ distribution channels 
@ natural resources 

@ population 


@ transportation 

@ trade regulations 

@ market prospects for 
selected U.S. products 

@ finances and the 


economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 
Use the order form below to start your subscription to 
both series today. 
U.S. Department of Commerce @ International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is 
is $ 0 check, Total charges $ 


© money order, or charge to my 
Deposit Account No. Credit 

TTT Gano. CLET TTT ITT ITI TTT 
Expiration Date 

Month/Year LITT) 


Enter my subscription to: () Overseas Business Reports at $44 per year ($55 overseas) For Office Use Only 
(0 Foreign Economic Trends at $55 ($68.75 overseas) Quantity Charges 


Fill in the boxes below. 


Order No. 


Company Name 
F Enclosed 


To be mailed 
Subscriptions .. 


ioe kt it ia 
pag eg egg) el 
Individuals Name—First. Last 


| | | 
[eee gens ee ed Postage 
Street address 


| hoe 4 | | \ Foreign handling 
ae PAR ek 1 J | | | | MMOB 
3 ' ZIP Code 
SS SS ee ee 
or Country 


| | be Discount 


PLEASE PRINT OR TYPE _ Refund 











